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Federal Communications Commission § 65.450 

‘‘Average Outstanding Debt’’ is the average 
of the total debt for the most recent two 
years for all local exchange carriers with 
annual revenues equal to or above the in-
dexed revenue threshold as defined in 
§ 32.9000. 

[60 FR 28545, June 1, 1995, as amended at 67 
FR 5702, Feb. 6, 2002] 

§ 65.303 Cost of preferred stock. 

The formula for determining the cost 
of preferred stock is: 

Cost of Preferred Stock =
Total Annual Preferred Dividends

Proceeds from the Issuance of Preferred Stock

Where: 
‘‘Total Annual Preferred Dividends’’ is the 

total dividends on preferred stock for the 
most recent two years for all local ex-
change carriers with annual revenues equal 
to or above the indexed revenue threshold 
as defined in § 32.9000. ‘‘Proceeds from the 
Issuance of Preferred Stock’’ is the average 
of the total net proceeds from the issuance 
of preferred stock for the most recent two 
years for all local exchange carriers with 
annual revenues equal to or above the in-

dexed revenue threshold as defined in 
§ 32.9000. 

[60 FR 28545, June 1, 1995, as amended at 67 
FR 5702, Feb. 6, 2002] 

§ 65.304 Capital structure. 

The proportion of each cost of capital 
component in the capital structure is 
equal to: 

Proportion in the capital structure = 

Book Value of particular component

Book Value of Debt +  Book Value of Preferred Stock +  Book Value of Equity

Where: 

‘‘Book Value of particular component’’ is the 
total of the book values of that component 
for all local exchange carriers with annual 
revenues equal to or above the indexed rev-
enue threshold as defined in § 32.9000. 
‘‘Book Value of Debt+Book Value of Pre-

ferred Stock+Book Value of Equity’’ is the 
total of the book values of all the compo-
nents for all local exchange carriers with an-
nual revenues equal to or above the indexed 
revenue threshold as defined in § 32.9000. 

The total of all proportions shall equal 1.00. 

[60 FR 28545, June 1, 1995, as amended at 67 
FR 5702, Feb. 6, 2002] 

§ 65.305 Calculation of the weighted 
average cost of capital. 

(a) The composite weighted average 
cost of capital is the sum of the cost of 
debt, the cost of preferred stock, and 
the cost of equity, each weighted by its 
proportion in the capital structure of 
the telephone companies. 

(b) Unless the Commission deter-
mines to the contrary in a prescription 

proceeding, the composite weighted av-
erage cost of debt and cost of preferred 
stock is the composite weight com-
puted in accordance with § 65.304 multi-
plied by the composite cost of the com-
ponent computed in accordance with 
§ 65.301 or § 65.302, as applicable. The 
composite weighted average cost of eq-
uity will be determined in each pre-
scription proceeding. 

[60 FR 28546, June 1, 1995] 

§ 65.306 Calculation accuracy. 

In a prescription proceeding, the 
final determinations of the cost of eq-
uity, cost of debt, cost of preferred 
stock and their capital structure 
weights shall be accurate to two dec-
imal places. 

[60 FR 28546, June 1, 1995] 

§ 65.450 Net income. 

(a) Net income shall consist of all 
revenues derived from the provision of 

VerDate Aug<31>2005 08:46 Nov 28, 2007 Jkt 211199 PO 00000 Frm 00371 Fmt 8010 Sfmt 8010 Y:\SGML\211199.XXX 211199 E
R

01
JN

95
.0

01
<

/M
A

T
H

>
E

R
01

JN
95

.0
02

<
/M

A
T

H
>

eb
en

th
al

l o
n 

P
R

O
D

P
C

61
 w

ith
 C

F
R


		Superintendent of Documents
	2014-10-14T14:16:03-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




